The Three Currencies of Value
The key to reconfiguring business models for the knowledge economy lies in understanding the new curren cies of value. A value network gener ates economic value through complex dynamic exchanges between one or more enterprises, its customers, sup pliers, strategic partners, and the com munity. These networks engage in more than just transactions around goods, services, and revenue. The two other currencies are knowledge value and intangible value or benefits. I call these currencies because all three serve as a medium of exchange, which is the basic definition of currency. All three are important in a value network.
1. Goods, Services, and Revenue (GSR). Exchanges for services or goods, including all transactions involving con tracts and invoices, return receipt of orders, requests for proposals, confirma tions, or payment. Knowledge products or services that generate revenue or are expected as part of service (such as reports or package inserts) are part of the flow of goods, services, and revenue.
2. Knowledge. Exchanges of strate gic information, planning knowledge, process knowledge, technical knowhow, collaborative design, policy devel opment, etc., which flow around and support the core product and service value chain.
3. Intangible benefits. Exchanges of value and benefits that go beyond the actual service and that are not accounted for in traditional financial measures, such as a sense of commu nity, customer loyalty, image enhance ment, or co-branding opportunities.
These value exchanges lie at the heart of a value network. Further, every exchange of value is supported by some mechanism or medium that enables the transaction to take place. For example, if two people want to exchange messages about a meeting, they may use the mechanism of e-mail or voice mail to support the exchange. Or consider a more detailed exam ple. Let's say a technology vendor would like to provide an on-line user group discussion for its customers for a fee of $20 per month. The mecha nism of an interactive user group allows several exchanges of value to take place between the provider and the user. Exhibit 1 lists the value exchanges that might be enabled through such a mechanism.
■ The traditional value chain exchange is the provision of moderated discussions, information, and respons es to questions in exchange for a fee.
■ The knowledge flow may involve exchanges of customer usage data and feedback that is valuable to product development. As a result of their partic ipation, users receive in exchange valueadded knowledge, which may take the form of personally targeted news or offerings based on their unique person al preferences.
■ By tracing the intangible bene fits that accrue in the network, one finds that the underlying logic for cre ating such a discussion group is not only about gaining revenue from the service (indeed it may barely break even). The user group may really be about providing a sense of communi ty on the part of the user. In return, of course, one would hope to receive an increase in customer loyalty. The intangible value exchange is the real reason for engaging in the activity.
Mapping the Value Exchange
Using the same example we can "map" these value exchanges as a flow diagram showing goods, services, and revenue (GSR), knowledge flow, and creation of intangible value. To be sure that nothing is overlooked it is best to consider each flow separately. See Exhibit 2. This example shows a straightfor ward exchange of goods and services for revenue, knowledge exchanged for knowledge, and an intangible exchanged for an intangible. Knowledge is the most interesting currency of all, because knowledge can be exchanged for any of the three! We can exchange knowledge for money in the form of a knowledge product or service, we can exchange knowledge for knowledge, and we can exchange knowledge for an intangible.
An example of exchanging knowl edge for an intangible would be when Sun Microsystems gave away its Java technology in hope of generating a web of loyal users, thus exchanging knowledge for loyalty. Unfortunately for the Java alliance, the dynamics of this were only partially understood, and the returns were not fully realized.
Mapping the Value Network
Mapping a value network involves dia gramming all three value exchanges with each and every member of the business or organizational network. Let's explore some of the insights that surface from this perspective. Exhibit 3 is a diagram of a pharmaceutical com pany that we will call PharmCo. To keep this simple, we will look only at a few of its interactions, focusing on the first two currencies: goods, services, and revenue (GSA) and knowledge.
The analysis revealed that even though Pharmco respected its financial relationship with medical providers, it neglected knowledge exchanges, which were handled inconsistently across the company. From this new perspective, it gained appreciation of the importance of feedback about medications from the providers, and of how the commu nication loop about disease was vital to smooth the way for providers to pre scribe Pharmco products. It also real ized that other than marketing materi als, there was no real exchange of knowledge and that it could deepen the relationships by concentrating on knowledge and intangible value that could flow both ways. 
Reconfiguring for E-Commerce

In the Knowledge Economy
Value networks are complex. They encompass much more than the flow of products, services, and revenue of the traditional value chain. Whenever there is a transaction in a complex enterprise, there is an exchange of value. Yet only a portion of value exchange can be tracked or measured through service delivery or revenue generation.
As more and more products and services depend on the exchange of knowledge and information, knowl edge and intangibles become medi ums of exchange or currencies in their own right. Direct revenue exchanges are only part of the picture. Knowledge and intangible value are of equal importance, and success depends on building a rich web of trusted relationships. In the knowl edge economy these may indeed tell much more about the enterprise's pre sent and future capability to achieve sustainable advantage. ♦ 
Verna Allee is a consultant in new
